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Court of Appeals of the District of Columbia 


No. 5329. 

Herbert T. Shannon, Morton J. Luchs, Appellants, 

vs. 

Commissioner of Internal Revenue. 


1 Docket No. 31129. 

| 

Herbert T. Shannon 

vs. | 

Commissioner of Int. Rev. 

I 

i 

For Taxpayer: Lawrence Graves, Esq. 

For Commissioner: 0. J. Tall, Esq. 

Docket Entries. 

1927. 

Sept. 9. Petition received and filed. Taxpayer i notified. 

(Fee paid.) j 

“ 10. Copy of petition served on General Counsel. 

Nov. 2. Answer filed bv G. C. 

V 

“ 4. Copy of answer served on taxpayer, j General 

Calendar. 

1929. I 
Nov. 16. Hearing set Jan. 23, 1930. 

1930. | 

Jan. 23. Hearing had before Mr. Black. Submitted. 

Consolidated with docket 30130. Petitioner’s 
brief due Feb. 24, 1930. Stipulation iof facts 
filed. 

“ 28. Transcript of hearing of Jan. 23,1930 filed. 

Feb. 24. Brief filed by taxpayer. 


1—5329a 
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Apr. 21. Finding^ of fact and opinion rendered. Eugene 
Black, Div. 15. Judgment will be entered for 
the respondent. 

“ 22. Decision entered. Eugene Black, Div. 15. 

May 7. Amended decision entered, Div. 15. 

Oct. 17. Supersedeas bond for $10,288.80 approved and 
ordered filed. 

“ 17. Petition for review to Court of Appeals of D. C. 

with assignments of error, filed by taxpayer. 

“ 17. Proof of service of petition filed. 

“ 17. Praecipe with proof of service thereon filed. 

Now, December 10, 1930, the foregoing docket entries 
certified from the record as a true copy. 

[Seal U. S. Board of Tax Appeals.] 

B. D. GAMBLE, 

i Clerk U. S. Board of Tax Appeals. 

2 Docket No. 31130. 

Morton J. Luchs 
vs. 

Commissioner of Int. Rev. 

For Taxpayer: Lawrence Graves, Esq. 

For Commissioner: O. J. Tall, Esq. 

Docket Entries. 

1927. 

Sept. 9. Petition received and tiled. Taxpayer notified. 
(Fee paid.) 

“ 10. Copy of petition served on General Counsel. 

Nov. 2. Answer filed by G. C. 

“ 4. Copy of answer served on taxpayer. General 

Calendar. 

1929. 

Nov. 16. Hearing set Jan. 23, 1930. 

1930. 

Jan. 23. Hearing had before Mr. Black. Consolidated 
with Dkt. 31129. Stipulation of facts filed. 
Petitioner’s brief due 2-24-30. 

“ 28. Transcript of hearing of Jan. 23, 1930, filed. 
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j 

Feb. 24. Brief filed by taxpayer. | 

Apr. 21. Finding’s of fact and opinion rendered, j Eugene 
Black, Div. 15. Judgment will be cntjered for 
the respondent. 

“ 22. Decision entered. Eugene Black, Div. 15. 

May 7. Amended decision entered, Div. 15. 

Oct. 17. Supersedeas bond for $10,149.48 approved and 
ordered filed. 

“ 17. Petition for review to Court of Appeals | of D. C. 

with assignments of error filed by taxpayer. 

“ 17. Proof of service tiled. 

“ 17. Praecipe with proof of service thereon filed. 

Now, December 10, 1930, the foregoing docket entries 
certified from the record as a true copy. 

[Seal U. S. Board of Tax Appeals.] I 

j 

Clerk U. S. Board of Tax Appeals. 

B. D. GAMBLE, 

3 Filed Sept. 9, 1927. ! 

| 

United States Board of Tax Appeals, j 

Docket No. 31129. j 

| 

Herbert T. Shannon, Petitioner, 

v. | 

.Commissioner of Internal Revenue, Respondent. 

i 

i 

Petition. 

i 

The above-named petitioner hereby petitions for a re¬ 
determination of the deficiency set forth by the Commis¬ 
sioner of Internal Revenue in his notice of deficiency, 
IT :PA :4-60D-DMR, dated July 11, 1927, and as a basis of 
his proceeding alleges as follows: 

1. The petitioner is an individual with principal resi¬ 
dence at 3104 Cleveland Avenue, N. W., Washington, D. C. 

2. The notice of deficiency, a copy of which is Attached 

and marked “Exhibit A,” was mailed to the petitioner on 
July 11, 1927. | 

3. The taxes in controversy are income taxes for the cal¬ 
endar year 1924 and in the amount of $5,144.40. 
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4. The determination of tax set forth in the said notice 

of deficiency is based upon the following error: 

4 (a) The failure of the respondent to apply the 

25% tax reduction provided by Title XII of the 
Revenue Act of 1924 to that portion of petitioner’s income 
returned for 1924 as came from the proportionate earnings 
of a partnership which had a fiscal year ending in the 
calendar year 1924. 

5. The facts upon which the petitioner relies as the basis 
of this proceeding are as follows: 

(a) The petitioner was a member of the partnership of 
Shannon and Luchs until its dissolution on February 28, 
1924. The books of the partnership were kept on a fiscal 
year basis ending February 28. The petitioner has made 
his individual income tax returns on the calendar vear basis 
and his return for the taxable vear 1924 was made on that 
basis. 


(b) In his return for the calendar year 1924 petitioner 
reported $58,960.86 as his distributive share, or 50% of 
the net income of the partnership of Shannon & Luchs 
for its fiscal year ended February 28, 1924 and computed 
his tax liability on the basis of the rates prescribed for 
the calendar vear 1924. 

( c ) The respondent has determined that five-sixths of 
such distributive share of partnership profits are taxable 
at the rates prescribed for the year 1923 but he has failed 
to credit the tax so computed on income deemed to have 
been earned in 1923 with the 25% reduction provided for 

by Title XII of the Revenue Act of 1924. 

5 Wherefore petitioner prays that this Board may 

hear this proceeding and determine that the de¬ 
ficiency, if any, should be redetermined on the basis of 
allowing the credit of 25% prescribed by Title XII of the 
Revenue Act of 1924 against the tax computed at 1923 
rates on petitioner’s distributive share of the income from 
the partnership of Shannon and Luchs for the fiscal year 
ended February 28, 1924 which is deemed to have been 
earned in the year 1923. 

LAURENCE GRAVES, 

Counsel for Petitioner, 

618 Southern Building, Washington, D . C. 
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I 

| 

City of Washington, 

District of Columbia, ss: 

Herbert T. Shannon, being duly sworn, says that he is 
the petitioner above named; that he has read the foregoing 
petition, or had the same read to him, and is familiar with 
the statements contained therein, and that the facts stated 
are true, except as to those facts stated to be upon infor¬ 
mation and belief, and those facts he believes to be true. 

HERBERT T. SHANNON. 

! 

Subscribed and sworn to before me this 9th day of Sept. 
1927. | 

[seal.] R. E. RE Alp, 

Notary public. 

Copy. | 

6 Exhibit A. 

Treasury Department, Washington. 

IT :PA :4-60D. DMR. ! 

July 11,| 1927. 

Mr. Herbert T. Shannon, 

3104 Cleveland Avenue, N. W., 

Washington, D. C. 

Sir: 

i 

The determination of your income tax liability! for the 
years 1924 and 1925, as set forth in office letter dated June 
1, 1927, disclosed an aggregate deficiency in tax amounting 
to $5,174.40, as shown in the attached statement. 

In accordance with the provisions of section 274 of the 
Revenue Act of 1926, you are allowed 60 days from jthe date 
of mailing of this letter within which to file a petition for 
the redetermination of this deficiency. Any such | petition 
must be addressed to the United States Board; of Tax 
Appeals, Earle Building, Washington, D. C., and must be 
mailed in time to reach the Board within the 60-da\f period, 
not counting Sundav as the sixtieth day. 

Where a taxpayer has been given an opportunity! *° a 
petition with the United States Board of Tax Appeals and 
has not done so within the 60 days prescribed and aiji assess¬ 
ment has been made, or where a taxpayer has file^ a peti¬ 
tion and an assessment in accordance with the final decision 
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on such petition has been made, the unpaid amount of the 
assessment must be paid upon notice and demand from the 
Collector of Internal Kevenue. Xo claim for abatement 
can be entertained. 

If you acquiesce in this determination and do not desire 
to tile a petition with the United States Board of Tax Ap¬ 
peals, you are requested to execute a waiver of your right 
to file a petition with the United States Board of Tax Ap¬ 
peals on the inclosed Form A, and forward it to the Com¬ 
missioner of Internal Revenue, Washington, D. C., for the 
attention of IT:PA:4-60D, DMR. 

In the event that you acquiesce in a part of the deter¬ 
mination, the waiver should be executed with respect to the 
items to which you agree. 

Respect f nil v, 

i D. H. BLAIR, 

Commissioner , 
By C. R. NASH, 

Assistant to the Commissioner. 

Inclosures: Statement, Form A, Form 882. 

7 Statement. 

IT :PA :4-60D. DMR. 

In re Mr. Herbert T. Shannon, 3104 Cleveland Avenue, 

N. W., Washington, D. C. 


Year. Deficiency in tax. 

1924 . $5,144.40 

1925 . 30.00 


Total . $5,174.40 

The report of the Internal Revenue Agent in Charge at 
Baltimore, Maryland, dated May 16, 1927, has been re¬ 
viewed and approved as submitted. 

Payment of the tax should not be made until a bill is 
received from the Collector of Internal Revenue for vour 
district and remittance should then be made to him. 

Now, December 10, 1930, the foregoing petition certified 
from the record as a true copy. 

[Seal U. S. Board of Tax Appeals.] 

B. D. GAMBLE, 

Cleric U . S. Board of'Tax Appeals . 
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8 Filed Nov. 2, 1927, United States Boaril of Tax 

Appeals. 

i 

United States Board of Tax Appeals, j 
Docket No. 31129. 

i 

Herbert T. Shannon, Petitioner, 

V. j 

Commissioner of Internal Revenue, Respondent. 

j 

Ansiver. 

i 

i 

i 

Comes now the Commissioner of Internal Revenue by his 
attorney, C. M. Charest, General Counsel, Bureau of In¬ 
ternal Revenue, and for answer to the petition filed in the 
above-entitled appeal, admits and denies as follows: 

1, 2 & 3. Admits the allegations contained in paragraphs 
1, 2 and 3 of the petition. 

4. Denies that the respondent erred in the determination 
of the deficiency tax. 

5(a) Admits that the petitioner was a member of the 
partnership of Shannon and Luchs until its dissolution on 
the last day of February, 1924. Admits that the!books of 
the partnership were kept on a fiscal year basis ending 
the last day of February. Admits that the petitioner has 
made his individual income tax returns on the ! calendar 

i 

year basis and admits that his return for the taxable year 
1924 was made on that basis. 

( b ) Admits that the petitioner in his return for the 
calendar year 1924 reported $58,960.86 as his distributive 
share of the net income of the partnership of Shannon and 
Luchs for its fiscal year ending February 29,1924 b|ut denies 
that the tax shown in such return was properly com¬ 
puted. 

9 ( c ) Admits that the respondent has computed the 
tax on that portion of the petitioner’s net income de¬ 
rived from the partnership pertaining to the year 1923 at 
1923 rates but denies that the petitioner is entitled to a 
25% reduction on the tax so determined. 

Denies generally and specifically each and every allega¬ 
tion not hereinbefore admitted, qualified or denied. 
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Wherefore it is prayed that the taxpayer’s petition be 
dismissed and the appeal denied. 

C. M. CHAREST, 

General Counsel, Bureau of Internal Revenue. 

Of Counsel: 

CLARK T. BROWN, 

Special Attorney, Bureau of Internal Revenue. 
CTB:spt. 

Now, December 10, 1930, the foregoing answer certified 
from the record as a true copy. 

[Seal U. S. Board of Tax Appeals.] 

! B. D. GAMBLE, 

Clerk U. S. Board of Tax Appeals. 

10 Filed Sept. 9, 1927. 

United States Board of Tax Appeals. 

Docket No. 31130. 

Morton J. Luchs, Petitioner, 


v. 

Commissioner of Internal Revenue, Respondent. 

Petition: 

The above-named petitioner hereby petitions for a rede¬ 
termination of the deficiency set forth by the Commissioner 
of Internal Revenue in his notice of deficiency, IT :PA :4- 
60D-DMR, dated July 11, 1927, and as a basis of his pro¬ 
ceeding alleges as follows: 

1. The petitioner is an individual with principal resi¬ 
dence at 2844 Connecticut Avenue, Washington, D. C. 

2. The notice of deficiency, a copy of which is attached 
and marked '‘Exhibit A”, was mailed to the petitioner on 
Julv 11, 1927. 

3. The taxes in controversy are income taxes for the 
calendar year 1924 and in the amount of $5,047.74. 
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4. The determination of tax set forth in the saidjnotice of 

deficiency is based upon the following erroi*: 

11 (a) The failure of the respondent to apply the 

25% tax reduction provided by Title XJl of the 
Revenue Act of 1924 to that portion of petitioner js income 
return for 1924 as came from the proportionate learnings 
of a partnership which had a fiscal year ending in the 
calendar year 1924. 

5. The facts upon which the petitioner relies as the 
basis of this proceeding are as follows: 

(a) The petitioner was a member of the partnership of 
Shannon & Luchs until its dissolution on February! 28, 1927. 
The books of the partnership were kept on a fiscal year 
basis ending February 28. The petitioner has malle his in¬ 
dividual income tax returns on the calendar vear tiasis and 


his return for the taxable year 1924 was made on that 
basis. 

(b) In his return for the calendar year 1924 petitioner 
reported $58,960.86 as his distributive share, or 50% of the 
net income of the partnership of Shannon & Lucljis for its 
fiscal year ended February 28, 1924 and computed his tax 
liability on the basis of the rates prescribed for the calen¬ 
dar year 1924. 

(c) The respondent has determined that five-sixths of 
such distributive share of partnership profits ar£ taxable 
at the rates prescribed for the year 1923 but he lias failed 
to credit the tax so computed on income deemed to have 
been earned in 1923 with the 25% reduction provided for 

by Title XII of the Revenue Act of 1924. j 
12 Wherefore petitioner prays that this Board may 
hear this proceeding and determine that |the defi¬ 
ciency, if any, should be redetermined on the basis!of allow¬ 
ing the credit of 25% prescribed by Title XII of! the Rev¬ 
enue Act of 1924 against the tax computed at 1923 rates on 
petitioner’s distributive share of the income from the part¬ 
nership of Shannon & Luchs for the fiscal year ended 
February 28, 1924 which is deemed to have been earned in 
the year 1923. ! 

LAURENCE GRAVES, 

Counsel for Petitioner , 

618 Southern Building , 

Washington , D. C . 
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City of Washington, 

District of Columbia, ss: 

Morton J. Luchs, being duly sworn, says that he is the 
petitioner above named; that he has read the foregoing- 
petition, or had the same read to him, and is familiar with 
the statements contained therein, and that the facts stated 
are true, except as to those facts stated to be upon informa¬ 
tion and belief, and those facts he believes to be true. 

MORTON J. LUCHS. 

Subscribed and sworn to before me this 9th dav of Sept. 
1927. 

[seal.] R. E. READ, 

Notary Public. 

Copy. 

13 Exhibit A. 

Treasury Department, Washington. 

IT :PA :4-60D. DMR. 

Julv 11, 1927. 

Mr. Morton J. Luchs, 

2844 Connecticut Avenue, 

Washington, D. C. 

Sir: 

The determination of your income tax liability for the 
years 1924 and 1925, as set forth in office letter dated June 
7, 1927, disclosed an aggregate deficiency in tax amounting 
to $5,063.73, as shown in the attached statement. 

In accordance with the provisions of Section 274 of the 
Revenue Act of 1926, vou are allowed 60 davs from the date 
of mailing of this letter within which to file a petition for the 
redetermination of this deficiency. Any such petition must 
be addressed to the United States Board of Tax Appeals, 
Earle Building, Washington, D. C., and must be mailed in 
time to reach the Board within the 60-day period, not 
counting Sunday as the sixtieth day. 

Where a taxpayer has been given an opportunity to file 
a petition with the United States Board of Tax Appeals 
and has not done so within the 60 days prescribed and an 
assessment has been made, or where a taxpayer has filed a 
petition and an assessment in accordance with the final 
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decision on such petition lias been made, the unpaid amount 
of the assessment must be paid upon notice and!demand 
from the Collector of Internal Revenue. Xo claim for 
abatement can be entertained. 

i 

If you acquiesce in this determination and do not desire 
to tile a petition with the United States Board of (Tax Ap¬ 
peals, you are requested to execute a waiver of yojur right 
to file a petition with the United States Board of Tax Ap¬ 
peals on the inclosed Form A, and forward it to the Com¬ 
missioner of Internal Revenue, Washington, D. C.J for the 
attention of IT:PA:4-60D, DMR. j 

In the event that you acquiesce in a part of the determi¬ 
nation, the waiver should be executed with respect to the 
items to which you agree. 

Respectfully, 

D. II. BLAIR, 

Commissioner. 
By C. R. NASH, 
Assistant to the Commissioner. 


Inclosures: Statement, Form A, Form 882. 
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Statement. 

IT :PA :4-60D. DMR. 


In re Mr. Morton J. Luchs, 2844 Connecticut Avenue, 

Washington, D. C. 


Year. Deficiency in tax. 

1924 . $5,047.74 

1925 .•. j 15.99 


Total . $5,063.73 

The report of the Internal Revenue Agent in Charge at 
Baltimore, Maryland, dated May 16, 1927, has jbeen re¬ 
viewed and approved as submitted. 

Payment of the tax should not be made until a bill is re¬ 
ceived from the Collector of Internal Revenue for your 
district, and remittance should then be made to him. 

Now, December 10, 1930, the foregoing petition | certified 
from the record as a true copy. 

i 

I Seal U. S. Board of Tax Appeals.] j 

B. D. GAMBLE, 

Clerk U. S. Board of Tax Appeals. 
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15 Filed Nov. 2, 1927. United States Board of Tax 

Appeals. 

United States Board of Tax Appeals. 

Docket No. 31130. 

Morton J. Luchs, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Answer. 

Comes now the Commissioner of Internal Revenue bv his 
attorney, C. M. Charest, General Counsel, Bureau of Inter¬ 
nal Revenue, and for answer to the petition filed in the 
above-entitled appeal admits and denies as follows: 

1, 2 & 3. Admits the allegations contained in paragraphs 
1, 2 and 3 of the petition. 

4. Denies that the respondent erred in the determination 
of the deficiency tax. 

5(a) Admits that the petitioner was a member of the 
partnership of Shannon and Luchs and denies that this 
partnership dissolved on February 28, 1927 but says that 
the dissolution took place on the last day of February, 1924. 
Admits that the books of the partnership were kept on a 
fiscal year basis ending the last day of February. Admits 
that the petitioner made his individual income tax returns 
on the calendar year basis and admits that his return for the 
taxable vear 1924 was made on the calendar vear basis. 

V * 

( b ) Admits that the petitioner in his reutrn for the calen¬ 
dar year 1924 reported $58,960.86 as his distributive share 
of the net income of the partnership of Shannon and Luchs 
for its fiscal year ending February 29, 1924 but denies that 
the tax shown in such return was properly computed. 

16 (c) Admits that the respondent has computed the 
tax on that portion of the petitioner’s net income de¬ 
rived from the partnership pertaining to the year 1923 at 
1923 rates but denies that the petitioner is entitled to a 25% 
reduction on the tax so determined. 

Denies generally and specifically each and every allega¬ 
tion not hereinbefore admitted, qualified or denied. 
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Wherefore, it is prayed that the taxpayer’s petition be 
dismissed and the appeal denied. 

C. M. CHAREST, 

General Counsel , Bureau of Internal Rebenue. 

Of Counsel: 

CLARK T. BROWN, | 

Special Attorney, Bureau of Internal Revenue. 

i 

CTB :spt. j 

i 

Now, December 10, 1930, the foregoing answer bertified 
from the record as a true copy. 

[Seal U. S. Board of Tax Appeals.] j 

B. D. GAMBLE, 

Clerk U. S. Board of Tax Appeals. 

17 Filed at Hearing Jan. 23,1930. 

j 

United States Board of Tax Appeals. 

i 

Docket No. 31129. I 

I 

Herbert T. Shannon, Petitioner, 

v. 

j 

Commissioner of Internal Revenue, Respondent. 

i 

Docket No. 31130. 

! 

Morton J. Luchs, Petitioner, 

v. 

i 

Commissioner of Internal Revenue, Respondent. 

m 

i 

i 

Stipulation of Facts. 

It is hereby stipulated and agreed by and between the 
parties to the above-entitled proceeding, by their respective 
attorneys, as follows: 

1. That Herbert T. Shannon and Morton J. Lufehs, the 
petitioners herein, were until February 29, 1924, land for 
several years prior thereto, members of the partnership of 
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Shannon and Luchs, a real estate firm located in Washing¬ 
ton, D. C. 

2. That the books of the partnership were kept on a fiscal 
year basis ending the last day of February of each year. 

3. That the petitioners have filed their individual income 
tax returns on the calendar vear basis, and that their re- 

turns for the year 1924 were made on that basis. 

18 4. That in their returns for the calendar year 1924 
the petitioners herein each reported in addition to 

other income the amount of $58,960.86 as his distributive 
share of the net income of the partnership of Shannon and 
Luchs for the fiscal vear ended February 29, 1924. 

5. That upon audit by the respondent the distributive 
share of the partnership profits of each petitioner has been 
increased to $60,220.62 for the fiscal year ended February 
29, 1924, and that no issue has been raised in these appeals 
relative to this increase in taxable income. 

6. That the respondent has computed a tax on the basis 
of rates applicable to 1923 on five-sixths of the distributive 
share of the profits and at rates applicable to the year 1924 
on one-sixth of such profits. 

7. That the respondent in computing the income tax of 
these petitioners for the year 1924 has not allowed as a 
credit a reduction of 25% provided by Title XII of the Rev¬ 
enue Act of 1924, on income deemed to have been earned in 
1923 bv the partnership for its fiscal vear ended Februarv 
29,1924. 

! LAURENCE GRAVES, 

Counsel for Petitioners. 

C. M. CHAREST, 

T 

General Counsel, Bureau of Internal Revenue, 

Counsel for Respondent. 

OJT/amm. 

Now, December 10, 1930, the foregoing stipulation of 
facts certified from the record as a true copy. 

[Seal U. S. Board of Tax Appeals.] 

i B. D. GAMBLE, 

Clerk U. S. Board of Tax Appeals. 

19 A true copy. 

Teste: 

B. D. GAMBLE, 

Clerk TJ . S . Board of Tax Appeals . 
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19 B. T. A., —. 

I 

i 

United States Board of Tax Appeals. 

Dockets Xos. 31129 and 31130. j 

i 

i 

j 

Herbert T. Shannon et al., Petitioners, 

y . | 

Commissioner of Internal Revenue, Respondent. 

Promulgated April 21, 1930. 

i 

Lawrence Graves, Esq., for the petitioner. 

0. J. Tall, Esq., for the respondent. j 

In these proceedings, which have been consolidated for 
hearing and decision, the respondent determined a defi¬ 
ciency of $5,140.40 as to Herbert T. Shannon and $3,063.73 
as to Morton J. Luclis for the calendar year 1924 as <i result 
of his refusal to allow a 25 per cent reduction under Title 
XII of the Revenue Act of 1924 of such portion of each of 
the petitioners’ income as was derived from the proportion¬ 
ate earnings of a partnership of which each petitioner was 
a member, which partnership had a fiscal year ending in 
1924. 

| 

Findings of Fact. 

The parties to these proceedings have stipulated the fol¬ 
lowing to be the facts: 

That Herbert T. Shannon and Morton J. Luchs wefe until 
February 24, 1924, and for several years prior thereto, 
members of the partnership of Shannon & Luchs, a teal es¬ 
tate firm located in Washington, D. C. The partnership 
books were kept on a fiscal year basis ending the last day 
of February in each year. The petitioners filed their indi¬ 
vidual income tax returns, including the returns for the 
calendar year 1924, on the calendar year basis. 

In their returns for the calendar year 1924 the 
20 petitioners each reported in addition to other income 
the amount of $58,960.S6 as his distributive share of 
the net income of the partnership of Shannon & Lucihs, for 
the fiscal year ended February 29, 1924. Upon audit by 
the respondent the distributive share of the partnership 
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profits of each petitioner has been increased to $60,220.62 
for the fiscal year ended February 29, 1924, and that no 
issue has been raised in these appeals relative to this in¬ 
crease in the taxable income. 

The respondent has computed a tax on the basis of rates 
applicable to 1923 on five-sixths of the distributive share 
of the profits and at rate applicable to the year 1924 on one- 
sixth of such profits. In computing- the income tax of these 
petitioners for the year 1924 the respondent has not al¬ 
lowed as a credit a reduction of 25 per cent provided by 
Title XII of the Revenue Act of 1924 on income deemed to 
have been earned in 1923 by the partnership for its fiscal 
year ended February 29, 1924. 

Opinion. 

Black : The facts in this proceeding and the question in¬ 
volved are identical with the facts and the question in the 
case of Charles Colip, 5 B. T. A. 1373. On the authority of 
the decision in that case the issue must be resolved in favor 
to the respondent.! See also II. M. McDowell, 16 B. T. A. 
95, and the cases cited therein. 

Judgment ivill he entered for the respondent. 

Now, December 10, 1930, the foregoing findings of fact 
and opinion certified from the record as a true copy. 

[Seal U. S. Board of Tax Appeals.] 

B. D. GAMBLE, 

Cleric U. S. Board of Tax Appeals. 


21 United States Board of Tax Appeals. 

Docket No. 31129. 

Herbert T. Shannon, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Amended Decision. 

On April 22, 1930, it was ordered and decided in this pro¬ 
ceeding that there is a deficiency of $5,140.40 for the year 
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1924 and it lias been brought to our attenton that thje above 
figure is erroneous, and upon investigation we fifnd that 
such is the case and that the correct amount of the defi¬ 
ciency for said year is $5,144.40. It is therefore: | 

Ordered and decided that there is a deficiency of $15,144.40 
for the year 1924. j 

Enter. 

(Signed) EUGENE BLACK^, 

Member U. S. Board of Tax Appeals. 

Entered May 7,1930. ! 

B. D. GAMBLE, j 

Clerk U. S. Board of Tax Appeals. 

Now, December 10, 1930, the foregoing decision Certified 
from the record as a true copy. 

j 

[Seal U. S. Board of Tax Appeals.] 

B. D. GAMBLE), 

Clerk U. S. Board of Tax Appeals. 

22 United States Board of Tax Appeals. 

Docket No. 31130. j 

| 

Morton J. Luchs, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Amended Decision. 

On April 22,1930, it was ordered and decided in this pro¬ 
ceeding that there is a deficiency of $5,063.73 for the year 
1924 and it has been brought to our attention that the above 
figure is erroneous, and upon investigation we find that such 
is the case and that the correct amount of the deficiency for 
said year is $5,047.74. It is, therefore— 

Ordered and decided that there is a deficiency of $$,047.74 
for the year 1924. 

Enter. 

(Signed) EUGENE BLACKi 

Member U. S. Board of Tax Appeals. 

Entered May 7, 1930. i 

B. D. GAMBLE, 

Clerk U. S. Board of Tax Appeals. 
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Now, December 10, 1930, the foregoing decision certified 
from the record as a here copy. 

[Seal U. S. Board of Tax Appeals.] 

i B. D. GAMBLE, 

Clerk U. S. Board of Tax Appeals. 

23 United States Board of Tax Appeals. Filed Oct. 17, 

1930. 

United States Board of Tax Appeals. 

Docket No. 31129. 

Herbert T. Shannon, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Docket No. 31130. 

Morton J. Luchs, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Notice. 

To David Burnet, 

Commissioner of Internal Revenue, 

Washington, D. C.: 

You are hereby notified that the above-named petitioners, 
on or about, to wit, the 17th day of October, 1930, filed with 
the United States Board of Tax Appeals, Washington, D. C., 
their petition for review by the Court of Appeals for the 
District of Columbia of the decision of the United States 
Board of Tax Appeals in the above-entitled cases, which 
decision was rendered on the 22nd day of April, 1930. A 
copy of said petition for review is handed you herewith. 

LAURENCE GRAVES, 
Attorney for Petitioners. 

Received a signed duplicate of the foregoing notice to¬ 
gether with a copy of the petition for review therein re¬ 
ferred to this 17th day of October, 1930. 

(Signed) C. M. CHAREST, 

General Counsel, Bureau of Internal Revenue, 

Attorney for Respondent. 
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24 United States Board of Tax Appeals. Filed Oct. 17, 

1930. 

! 

| 

In the Court of Appeals of the District of Columbia. 

No. 31129. I 

I 

I 

I 

Herbert T. Shannon, Petitioner, 

V. I 

Commissioner of Internal Revenue, Respondent. 

No. 31130. | 

Morton J. Luchs, Petitioner, 

v. | 

Commissioner of Internal Revenue, Respondent. 

Petition for Review of Decision of the United State's Board 

of Tax Appeals. 

To the Honorable the Chief Justice and Associate Justices 
of the Court of Appeals of the District of Columbia: 

Come now the petitioners, Herbert T. Shannon and Mor¬ 
ton J. Luchs, by their attorney, and state that they are ag¬ 
grieved by a decision of the United States Board;of Tax 
Appeals, entered on the 22nd day of April, 1030 and 
amended on the 7th day of May 1930, in the case of Herbert 
T. Shannon v. Commissioner of Internal Revenue, No. 
31129 on the Docket of said Board, and Morton J. Luchs v. 
Commissioner of Internal Revenue, No. 31130 on said 
Docket; and respectfully submit this their petition for a 
review thereof by the Court of Appeals of the District of 
Columbia, pursuant to the statute in such cases made and 
provided. 

25 I. The petitioners, Herbert T. Shannon and Mor¬ 
ton J. Luchs, are residents of the District of | Colum¬ 
bia, and neither of them is an inhabitant of any judicial cir¬ 
cuit of the United States other than the District! of Co- 

i 

lumbia. 

II. The petitioners, and each of them, duly filed their sep¬ 
arate Federal income tax return for the calendar year 1919 
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with the Collector of Internal Revenue for the District of 
Maryland, at Baltimore, Maryland. 

The petitioners were until February 29,1924, and for sev¬ 
eral years prior thereto, members of the partnership of 
Shannon & Luclis, a real estate firm located in Washington, 
D. C. The books of this partnership were kept on a fiscal 
year basis, ending the last day of February in each year. 

The petitioners filed their individual income tax returns, 
including those for the calendar year 1924, on the calendar 
year basis. In their returns for the calendar year 1924 
each of the petitioners reported, in addition to other income, 
the amount of $58,960.86 as his distributive share of the net 
income of the partnership of Shannon & Luclis, for the fiscal 
year ended February 29, 1924. Upon audit by the respond¬ 
ent the distributive share of the partnership income of each 
petitioner was increased to $60,220.62. The correctness of 
this increase has not been questioned by the petitioners. 

The respondent determined that five-sixths of the 
$60,220.62 distributive share of partnership profits of each 
of the petitioners was earned by the partnership in the 
calendar year 1923 and the remaining one-sixth in the 
calendar year 1924. 

26 In determining the tax due from each of the peti¬ 
tioners the respondent computed a tax at the rates 
prescribed for the calendar year 1923 on that portion of the 
distributive share of partnership profits determined to have 
been earned in the calendar year 1923 and added to the 
amount so computed, the tax computed on the portion of 
the partnership profits determined to have been earned in 
1924 as well as the petitioners’ other income for the calen¬ 
dar year 1924, at the rates prescribed for the year 1924. 

The respondent refused to allow either of the petitioners 
a credit against the tax so computed equal to 25 per centum 
of the tax determined on the distributive share of partner¬ 
ship profits found by him to have been earned in the calen¬ 
dar year 1923, as required by Title XII of the Revenue Act 
of 1924, and notified the petitioners thereof by registered 
letters dated July 11,1927, asserting deficiencies in tax. An 
appeal from the deficiency so determined was duly filed with 
the United States Board of Tax Appeals by each of the 
petitioners. 

The appeals of the two petitioners were consolidated for 
hearing and decision and after a hearing the said Board of 
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Tax Appeals rendered a decision in connection with said 
appeals in which it affirmed the action of the respondent and 
redetermined a deficiency in tax of $5,144.40 for tljie peti¬ 
tioner, Herbert T. Shannon, and a deficiency of $5,074.74 
for the petitioner, Morton J. Luchs. 

III. The petitioners’ assignment of error is as follows: 

(1) The United States Board of Tax Appeals ehred in 
determining that under the provisions of Title XII of the 
Revenue Act of 1924 the petitioners were hot en- 
27 titled to a credit against their tax as otherwise de¬ 
termined equal to 25 per centum of the amount of tax 
computed upon the distributive share of income or profits 
of the partnership determined by the respondent to have 
been earned in the calendar year 1923. 

Wherefore, the petitioners pray that the decision of the 
United States Board of Tax Appeals rendered against 
them, and each of them, be reviewed and reversed!by this 
Honorable Court, and for such other and further belief as 
the Court may deem meet and proper in the premise^. 

HERBERT T. SHANNON, 
MORTON J. LUCHS, j 

Petitioners, 

By LAURENCE GRAVES, j 

Attorney. 

LAURENCE GRAVES, j 

Attorney for Petitioners, 

618 Southern Building, 

Washington, D. C. 

i 

i 

City of Washington, I 

/ ! 

District of Columbia: 

Laurence Graves, being duly sworn, says that hb is the 
attorney for the above-named petitioners; that hb knows 
the contents of the foregoing petition; that to the best of his 
knowledge and belief the statements therein are true, and 
that, the assignment of error is well taken and intended to 
be argued. 

LAURENCE GRAVES. 

Subscribed and sworn to before me this 16th day of Oct., 
1930. 

[seal.] BERYL W. ROBERTS, 

Notary Public . 


i 
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Now, December 10, 1930, the foregoing petition for re¬ 
view, notice of filing and proof of service certified from the 
record as a true copy. 

[Seal U. S. Board of Tax Appeals.] 

! B. D. GAMBLE, 

Cleric U. S. Board of Tax Appeals . 

28 United States Board of Tax Appeals. Filed Oct. 17, 

1930. 

United States Board of Tax Appeals. 

Docket No. 31129. 

Herbert T. Shannon, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Docket No. 31130. 

Morton J. Luchs, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Prcecipe. 

To B. D. Gamble, Clerk of the United States Board of Tax 
Appeals, Washington, D. C. 

Sir: 

Please prepare and transmit to the Court of Appeals of 
the District of Columbia, as and for a transcript of the rec¬ 
ord upon the petition for review in the above-entitled cases, 
copies of the following: 

1. The docket entries of proceedings before the Board. 

2. Pleadings before the Board. 

3. Stipulation of facts. 

4. Findings of fact, opinion and decision of the Board. 

5. Petition for review. 

LAURENCE GRAVES, 
Attorney for Petitioners . 


I 

I 
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Service of the foregoing praecipe is hereby admitted this 
17th day of October, 1930. 

(Signed) C. M. CHAREST, j 

General Counsel , Bureau of Internal Revenue\ 

Attorney for Respondent. 

Now, December 10, 1930, the foregoing praecipe certified 
from the record as a true copy. 

[Seal U. S. Board of Tax Appeals.] ! 

B. D. GAMBLE^ 

Clerk U. S. Board of Tax Appeals. 

I 

Endorsed on cover:.Board of Tax Appeals. Nd. 5329. 
Herbert T. Shannon, Morton J. Luchs, appellants, vs. 
Commissioner of Internal Revenue. Court of Appeals, Dis¬ 
trict of Columbia. Filed Dec. 12, 19^.° Henry W. ijlodges, 
Clerk. 
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No. 5329. ! 


Herbert T. Shannon and Morton J. Luchs, 

Appellants, j 


v. 

Commissioner of Internal Revenue. 


Appeal from United States Board of Tax Appeals. 


BRIEF FOR APPELLANTS. 
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Laurence Graves, 

618 Southern Building, 
‘Washington, D. C., 
Attdrney for Appellants. 


Peess of Byeon S. Adams, WasUingtox, D. C. 
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Court of Appeals, Btstmt of Columbia 

i 

January Term, 1931. 


No. 5329. 


Herbert T. Shannon and Morton J. Luchs, 

Appellants, 


v. * | 

i 

Commissioner of Internal Revenue. 

i 

i 


Appeal from United States Board of Tax Appeals. 

i 


BRIEF FOR APPELLANTS. 


Previous Opinion. 

i 

The only previous opinion in this case is that of the 
United States Board of Tax Appeals (R. 15, If)), 
which is reported in 19 B. T. A. 640. j 


i 
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Nature of Controversy. 

The petition of Herbert T. Shannon is for the re¬ 
view of a decision of the United States Board of Tax 
Appeals entered on May 7, 1930, determining a 
deficiency in tax for the year 1924 of $5,144.50. (R. 

16.) The petition of Morton J. Luclis is for the re¬ 
view of a decision of said Board of Tax Appeals 
entered on May 7, 1930, determining a deficiency in 
tax for the year 1924 of $5,047.74. (R. 17.) 

Jurisdiction. 

Both of the petitioners herein are inhabitants of 
the District of Columbia and, accordingly, this Court 
acquires jurisdiction by reason of the provisions of 
section 1002(a) of the Revenue Act of 1926. (44 

Stat. 9, 109-10.) 


Question Presented. 

Are the appellants entitled to the 25 per centum 
reduction in tax provided for by sections 1200 and 
1201 of the Revenue Act of 1924, upon that portion 
of their distributive share of the Income of Shannon 
& Luchs, a partnership, determined by the Commis¬ 
sioner of Internal Revenue to have been earned dur¬ 
ing the calendar year 1923? 

Statutes Involved. 

Revenue Act of 1924: 

“Sec. 1200. (a) Any taxpayer making return, 

for the calendar year 1923, of the taxes imposed 
by Parts I and II of Title II of the Revenue Act 
of 1921 shall be entitled to an allowance by 
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credit or refund of 25 per centum of the amount 
shown as the tax upon his return. 


(b) If the amount shown as the tax upon the 
return has been paid in full on or before the 
time of the enactment of this Act, the amount 
of the allowance provided in subdivision (a) shall 
be credited or refunded as provided in section 
281 of this Act. 


(c) If the taxpayer has elected to pay the tax 
in installments and, at the time of the enactment 
of this Act, the date prescribed for the payment 
of the last installment has not yet arrived, the 
amount of the allowance provided in subdivision 
(a) shall be prorated to the four installments. 
The amount so prorated to any installment, ;the 
date for payment of which has not arrived, shall 
be applied in reduction of such installment. The 
amount so prorated to any installment, the date 
for payment of which has arrived, shall be 
credited against the installment next falling £ue 
after the enactment of this Act. 


(d) If the taxpayer has been granted an (ex¬ 
tension of time for payment of the tax or huy 
installment thereof to a date subsequent to the 
enactment of this Act, the amount of the allow¬ 
ance provided in subdivision (a) shall be applied 
in reduction of the amount of tax shown upon 
the return, or, if the tax is to be paid in install¬ 
ments, shall be prorated to the four installments. 
The amount so prorated to any installment,; the 
date for payment of which has not arrived, shall 
be applied in reduction thereof. The amount so 
prorated to any installment, the date for pay¬ 
ment of which has arrived, shall be credited 
against the installment next falling due after 
the enactment of this Act. 


i 
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(e) Where the taxpayer at the time of the 
enactment of this Act has not paid in full that 
part of the amount shown as the tax upon the 
return which should have been paid on or before 
the time of the enactment of this Act, then 25 
per centum of any amount already paid shall 
be applied in reduction of the amount unpaid 
(such unpaid amount being first reduced by 25 
per centum thereof) and any excess shall be 
credited or refunded as provided in section 281 
of this Act. 

(f) If the correct amount of the tax is deter¬ 
mined to be in excess of the amount shown as the 
tax upon the return, and a deficiency has been 
assessed before the enactment of this Act, then 
25 per centum of any amount of such deficiency 
which has been paid shall be applied in reduc¬ 
tion of the amount unpaid (such unpaid amount 
being first reduced by 25 per centum thereof) 
and any excess shall be credited or refunded as 
provided in section 281 of this Act. Any de- 
ficiencv assessed after the enactment of this 

m/ 

Act shall be reduced by 25 per centum of the 

amount which would have been assessed as a 

deficiencv if this title had not been enacted. 

* 

(g) The allowance provided in subdivision (a) 
shall be deducted from the tax or deficiency for 
the purpose of determining the amount of which 
any interest, penalties or additions to the tax 
shall be based. 

Sec. 1201. (a) Any taxpayer making return, 
for a period beginning in 1922 and ending in 
1923, of the taxes imposed by Parts I and II of 
Title II of the Revenue Act of 1921, shall be 
entitled to an allowance by credit or refund of 
25 per centum of the same proportion of his tax 
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for such period (determined under the law ap¬ 
plicable to the calendar year 1923 and at |the 
rates for such year) which the portion of sjich 
period falling within the calendar year 1923 is 
of the entire period. 

(b) Any taxpayer making return, for a peijiod 
beginning in 1923 and ending in 1924, of the 
taxes imposed by Parts I and II of Title II of 
this Act, shall be entitled to an allowance | by 
credit or refund of 25 per centum of the same 
proportion of a tax for such period (determined 
under the law applicable to the calendar year 
1923 and at the rates for such year) which jthe 
portion of such period falling within the calendar 
year 1923 is of the entire period. 

i 

(c) In the case of a deficiency assessed upon 

a taxpayer entitled to the benefits of subdivision 
(a) or (b) in respect of the tax for a period be¬ 
ginning in 1922 and ending in 1923 or beginning 
in 1923 and ending in 1924, the allowance pro¬ 
vided for in subdivisions (a) and (b) shall be 
made in respect of such deficiency in a sirhilar 
manner to that provided in subdivision (f) of 
section 1200. j 

I 

Sec. 1202. Any taxpayer who has made return 
of the taxes imposed by Parts I and II of Title 
II of the Revenue Act of 1921, for a period of 
less than a year and beginning and ending with¬ 
in the calendar year 1923, shall be entitled to an 
allowance by credit or refund of 25 per centum of 
the amount shown as the tax upon his return. 
If the correct amount of the tax for such period 
is determined to be in excess of the amount 
shown as the tax upon the return, the taxpayer 
shall be entitled to the benefits of subdivision 1 (f) 
of section 1200 of this Act. 


i 

i 

i 
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Statement of Facts. 

The appellants were until February 29, 1924, and 
for a number of years prior thereto, members of the 
partnership of Shannon & Luchs, a real estate firm, 
located in Washington, D. C. The books of the part¬ 
nership were kept on a fiscal year basis, ending the 
last day of February. The appellants filed their in¬ 
dividual income tax returns, including those for the 
calendar vear 1924, on the calendar vear basis. In 
their returns for the calendar year 1924 each of the 
petitioners reported, in addition to other income, the 
amount of $58,960.86 as his distributive share of the 
net income of the partnership of Shannon & Luchs 
for the fiscal year ended February 29, 1924. Upon 
audit the distributive share of the partnership income 
of each appellant was increased to $60,220.62. The 
Commissioner also determined that five-sixths of the 
$60,220.62 distributive share of partnership profits of 
each of the petitioners was earned by the partner¬ 
ship in the calendar year 1923 and the remaining one- 
sixth in the calendar vear 1924. 

In determining the tax due from each of the appel¬ 
lants the Commissioner computed a tax at the rates 
prescribed by the Revenue Act of 1921 for the calen¬ 
dar year 1923 on that portion of the distributive 
share of partnership profits determined to have been 
earned in the calendar year 1923 and added to the 
amount so computed, the tax computed on the portion 
of the partnership profits determined to have been 
earned in 1924 at the rates prescribed by the Revenue 
Act of 1924 for the calendar year 1924. 

The Commissioner failed and refused to allow 
either of the appellants the credit of 25 per centum 
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of tlie tax computed by him upon the portion of the 
partnership income determined by him to have been 
earned in the calendar year 1923, as required by sec¬ 
tions 1200 and 1201 of the Revenue Act of 1924 and 
bv deficicncv letters dated Julv 11, 1927, notified ^the 
appellants of his determination to assess the defi¬ 
ciencies in tax here at issue. Appeals were duly 
taken from the Commissioner’s determination bvifil- 

v ! 

ing petitions with the Board of Tax Appeals. These 
appeals were consolidated for hearing and decision 
and after a hearing the Board entered orders approv¬ 
ing the Commissioner’s decision from which these 
appeals were taken. 

i 

i 

i 

Argument. 

i 

i 

The question here presented involves the determin¬ 
ation of the intent and purpose of sections 1200, 1|201 
and 1202 of the Revenue Act of 1924. The question 
is: Was it the intent of Congress in enacting such 
sections to extend the same benefits of a tax reduc¬ 
tion to an individual who by chance was a member of 
a partnership having a fiscal year accounting period 
beginning in 1923 and ending in 1924, on the income 
of such a partnership admittedly earned in the year 
1923, as were extended to an individual who was a 
member of a partnership whose accounting period 
happened to be the calendar year 1923? 

It is admitted by the Commissioner that the Hast 
named individual is entitled to a 25 per centum: re¬ 
duction in the amount of his tax computed on his dis¬ 
tributive share of the partnership income earned dur¬ 
ing the calendar year 1923. The Commissioner con¬ 
tends, however, that the members of a competitor 
partnership, with a fiscal year' beginning on the first 
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day of March, 1923, and ending on the last day of 
February, 1924, is not to be entitled to a 25 per 
centum reduction on the income which the Commis¬ 
sioner has determined to have been earned in the 
year 1923. 

There is a conflict of decisions in the courts as to 
the intention of Congress in enacting these tax relief 
provisions of the Revenue Act of 1924. In White v. 
Maddison, 45 Fed. (2d) 335, the Circuit Court of 
Appeals for the First Circuit held that the Commis¬ 
sioner’s interpretation of the statute is erroneous and 
that the construction here contended for is the proper 
one. In Stewart v. Commissioner, decided bv the 
Circuit Court of Appeals for the Second Circuit on 
July 17, 1931, the position of the Commissioner is 
sustained. 

In approaching the consideration of the question 
presented the court should have in mind the well 
established rule of statutorv construction that taxing 
statutes are to be construed most strongly in favor 
of the taxpayer and against the Government. 

Gould v. Gould, 245 U. S. 151; 

Bowers; v. New York & Albany Lighterage Co., 
273 U. S. 346; 

Russell v. L T nited States, 278 U. S. 181. 

The intention of Congress in enacting the statute 
is the goal of the inquiry, and, if doubt exists, courts 
should look to the situation that confronted Congress, 
and the mischief that the statute was designed to 
undo. 

Hughes! v. Commissioner of Internal Revenue, 
(C. C. A.) 38 Fed. (2d) 755. 
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Reports of the Congressional Committees may be 
looked to for light in the construction of legislation 
where the legislative intent is in doubt. 

i 

Church of Holv Trinity v. United States, 143 
U. S. 457; 

Northern Pacific Ry. Co. v. State of Washing¬ 
ton, 222 U. S. 370; 

McLean v. LTnited States, 226 U. S. 374. 

7 i 

I 

! 

What was the situation with which Congress jwas 
confronted when enacting this tax reduction legisla¬ 
tion and what was such legislation intended to accom¬ 
plish? ! 

In the report of the Committee on Ways and Means 
the following statement was made: 

“ Under date of November 10, 1923, in a ldtter 
to the chairman of the Ways and Means Commit- 
tee, the Secretary of the Treasury wrote as jfol¬ 
lows : 

After taking into account all these consider¬ 
ations, and making the most conservative! es¬ 
timates about the yield of existing taxes and 
the possibilities of further reductions in j ex¬ 
penditure, it appears that for this year, land 
for the next four or five vears, there should be 
a surplus of something over $300,000,000 a 
year, over and above all expenditures charge¬ 
able to the ordinary budget, including the fixed 
debt charges payable out of current revenues. 
This gives a reasonable margin, not merely! for 
tax revision, but for tax reduction. 

7 i 

! 

According to the estimate submitted in thej an¬ 
nual report of the Secretary of the Treasury! for 
the fiscal year 1923, the excess of ordinary j re- 
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ceipts over total expenditures chargeable against 
ordinary receipts were for the fiscal year 1923 
$309,657,460.30. For the fiscal year 1924 the sur¬ 
plus is estimated to be $329,639,924, and for the 
fiscal year 1925, $395,681,634. These figures in¬ 
dicate beyond any question that present taxes 
are yielding more revenue than the needs of gov¬ 
ernment demand. Tax reduction is therefore 
imperative. There is also another duty as ob¬ 
vious as that of tax reduction. That is to sim¬ 
plify the law, so far as possible, and endeavor 
to close the gaps which now give opportunity to 
evade its provisions. The committee, therefore, 
in the preparation of the bill has been guided by 
two principles—the reduction of taxes to the full 
extent justified by the Treasury surplus and the 
complete revision of the tax law to place it upon 
a sound basis. 


Tax Reductions. 

The bill provides for two forms of tax reduction: 

(1) Temporary and immediate relief to tax¬ 
payers by! a 25 per cent reduction of the income 
tax payable in the year 1924 on 1923 taxable in¬ 
come. The estimated reduction resulting from 
this provision is as follows: 

Fiscal year 1924 .$128,010,000 

Fiscal year 1925 . 104,740,000 


Total Reduction.$232,750,000 

(2) Permanent relief by the revision of the 
revenue act of 1921 through the reduction of cer¬ 
tain taxes and the repeal of others. 

A similar statement was made in the report of the 
Committee on Finance of the Senate. 





11 


I 

I 
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i 

Simply stated, the situation confronting Congress 
was that “beyond any question” taxes were yielding 
more revenue than the needs of the Government de¬ 
manded. Tax reduction was therefore “ imperative ’ ’ 
The bill provided for two forms of tax reduction, one 
of which was “immediate” relief to taxpayers by a 
25 per cent reduction on the income tax payable on 
1923 taxable income. 

To meet this “imperative” demand for “imme¬ 
diate” tax relief, sections 1200, 1201 and 1202, supra, 
were enacted. Chairman Greene of the Ways and 
Means Committee apparently had little doubt con¬ 
cerning the ability of these sections to meet the Ex¬ 
igency and to provide the necessary “immediate” 
relief. In explaining the provisions he said: 


“Of course, this flat reduction of 25 per cent 
is not scientific, but it is something that everyone 
can understand. Even the man who runs may 
read this provision and know exactly whatj it 
means. He knows he is going to get one-fourth 
of his taxes off for this year. * * *” 


The ordinary man who “runs” by reading these 
sections, particularly 1201(b) in connection with 
1200(a), would believe, as the appellants did, that 
Congress had enacted a legislation reducing their 
taxes upon income earned during the year 1923. 
Section 1201(b) plainly provides that any taxpayer 
making a return for a period beginning in 1923 and 
ending in 1924 shall be entitled to an allowance i by 
credit or refund of 25 per centum of the same pro¬ 
portion of a tax for such period (determined under 
the law applicable to the calendar year 1923 and| at 
the rates for such year) which the proportion of such 


i 


I 
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period falling within the calendar year 1923 is of the 
entire period. 

The view taken by the Commissioner appears to 
be that sections 1200 and 1201 do not apply in the 
case of a member of a partnership and that such in¬ 
dividuals must go back and read section 207(a) and 
(b) and section 218(a) of the Revenue Act of 1924, 
which he contends completely dispel any intent or 
desire on the part of Congress to extend the “im¬ 
perative” demand for “immediate” tax relief if 
the partnership has an accounting period beginning 
in 1923 and ending in 1924. This construction of 
the Commissioner’s, it will be observed, requires a 
considerable amount of ingenuity on the part of the 
man who “runs” to read and thoroughly compre¬ 
hend. 

There is a well recognized rule that the plain, ob¬ 
vious and rational meaning of a statute is always to 
be preferred to any curious, narrow, hidden sense 
that nothing but the exigency of a hard case and the 
ingenuity and study of an acute and powerful in¬ 
tellect would discover. 

United States v. Deans, 230 Fed. 957, 961; 

Imperial Fire Insurance Company v. Coos 
County, 151 U. S. 452, 463. 

White v. Maddison, (C. C. A.) 45 Fed. (2d) 335, 
was an appeal from a decision of the United States 
District Court for the District of Massachusetts, in 
which the District Court held in substance that any 
one who paid taxes for the year 1923 was entitled to 
the 25 per cent reduction. Judge Bingham, speaking 
for the Circuit Court, said in his opinion: 
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“Whether the reasoning of the court below 
was right or not, we agree with the conclusion jit 
reached. It. seems to us that the primary in¬ 
tention of Congress, under the provisions of Sec¬ 
tion 1200(a), was that any one who paid taxes 
that accrued in the year 1923 should have j a 
credit or refund thereon of 25 per cent; and 
that any taxpayer making a return of tax^s 
which included income that accrued in the calen¬ 
dar year 1923, though determinable in a later 
year for which the return was made, should be 
entitled to the credit or refund of 25 per cent 
of the amount shown upon his return of income 
that accrued in the calendar year 1923. This 
intent is manifest when Section 1200(a), and 1201 
(a) and (b), 43 Stat. 353, 354, are made to rehd 
as follows: 

| 

‘Section 1200(a). Any taxpayer making re¬ 
turn for (income accruing in) the calendar yehr 
1923 (though determinable in a later year), bf 
taxes imposed by Parts I and II of Title II bf 
the Revenue Act of 1921 shall be entitled to an 
allowance by credit or refund of 25 per centum 
of the amount shown as the tax upon his re¬ 
turn. ’ 

i 

‘Sec. 1201(a). Any taxpayer making return 
for (income accruing in) a period beginning in 
1922 and ending in 1923, of the taxes imposed 
by Parts I and II of Title II of the Revenue Act 
of 1921, shall be entitled to an allowance by 
credit or refund of 25 per centum of the same 
proportion of his tax for such period (deter¬ 
mined under the law applicable to the calendar 
year 1923 and at the rates for such year) whibh 
the portion of such period falling within the 
calendar year 1923 is of the entire period . 9 

i 

‘(b) Any taxpayer making return, for (ih- 
come accruing in) a period beginning in 1923 


i 

I 
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and ending* in 1924, of taxes imposed by Parts I 
and II of Title II of tliis Act, shall be entitled to 
an allowance by credit or refund of 25 per 
centum of the same proportion of a tax for such 
period (determined under the law applicable to 
the calendar year 1923 and at the rates for such 
year) which the portion of such period falling 

within the calendar vear 1923 is of the entire 

•/ 

period.’ 

Congress apparently intended the provisions 
of Section 1200(a) should be the complement of 
the provisions of 1201(a) and (b), and this in¬ 
tention is effected when they are interpreted as 
above outlined.” 

It is submitted that the decision of the Court in 
White v. Maddison, supra , is correct and should be 
followed bv this Court. 

Conclusion. 

It is respectfully submitted that the decision of the 
Board of Tax Appeals should be reversed. 

Laurence Graves, 

618 Southern Building, 
Washington, D. C., 

i Attorney for Appellants . 



